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Our decisions have fully reflected the principles of managing to maximise 
shareholder value which require us to evaluate every business and.opportunity 
against the potential for long term shareholder return. __ 
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Cha.irman'.s Statement 





In my final statement es your chairman, It la gratifying to 
be able to reporta very positive achievement In tire year. 

The company generated cash from operating activities 
of £635.9m after investment in research, development 
and marketing. The directors have recommended a final 
• dividend of 10.1 p bringing the year's totaflo 15 Op 
which Is an increase of 11.9% over the previous year. 

During the year, some important strategic issues 
have been addressed. Our decisions have fully reflected 
the principles of managing to maximise shareholder 
valuewhich require us to evaluate every business and 
opportunity against tho potential (or tohg term 
shareholder return. The discipline applied to making 
these judgements is rigorous. 

We have further reviewed the composition and 
terms of reference of our board committees and in 
particular have adopted the suggestion in the Cadbury 
Report on the financial Aspects of Corporate commercial imperative, notwithstandingtlie heed lor. 

Governance that the Nominations Committee should certain types of retailing to be conduciecl in Ideations 

advise the board on executive as well as non executive more accessible to car borne customers. .. '• • ‘ 
appointments. We continue to comply with the Code of The impact of the company's opcrationiq/l thef 
Best Practice in that report, except for reporting on environment has been under scrutiny, as we' report* 

Internal controls and the going-concern status of the elsewhere. With such a complex range of businesses, 
company neither of which can be pursued without auditing, recording and analysis takes time However,. 

further guidance from the accountancy profession. our policy is progressively toimpiore peifoimar^t, 

The company's established reputation for social encouraging everyones,in the company to consider the : 

responsibility has been maintained through diverse-' ' environmental implications of his or her actions. ' 
activities, local ahd national, We have played a leading During my time as chairman, I have visited staff at 

role in the creation of the Association of Town Centre work throughout the world. I have never ceased to be 

Management and currently support 50of the town impressed by their enthusiasm, dedication and 

centre managers appointed across the country through commitment to the highest levels of quality and service, 

local authority/business partnerships. The regeneration These are long standing characteristics of Boots 

and enhancement of our town centres is a social and people, which have made the company what if is today. 
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ovarthe-counter healthcare product market. The 
company li itrongly positioned In all these areas and 
I fully expect this growth to continue, and further 
enhance the value of shareholders' Investment In the 
company 

■ Whilst there are Issues which remain to be resolved, 
1 am confident of further Improvement In performance 
end returns to shareholders. 


Longmay they remain sa I thank everyone I haw met 
for unfailing courtesy end friendliness. 

In the past year there has been further progress In 
the development of policies and facilities designed to 
make life easier fpr female staff with family 
• responsibilities. We are one of the leaders In this ere* 
but have more to do if all Boots people are to fullil their 
potential. /v' 

Terry Richardsonvetircd as a director in December 
$93 after 22 years with the company, lOonthe board. 
He played animportant role In the International 
expansion of our pharmaceuticals Interests and is 
rightly held lh high regard in that industry, and amongst 
his former colleages His unerring loyalty and support 
have beonmuch appreciated. 

(h'JuTy, Keith Ackroyd, managing director of the 
Retail Division, will retire after 42 years' service and 15 
years on the board.^He has had a distinguished and 
varied career fn retail management becoming 
. managing director of Boots The Chemists in 1983 and 
adopting his present role in 1989, and has been 
influential in shaping the development of the group 
over manyyears. I thank him for everything he has 
achieved for the company and for the retail industry as 


Sir Christopher Benson 

Chairman 


• lamtobesucceededaschairmanbySirMichaelAngus, 
a distinguished businessman and until recently 
President of the Confederation of British Industry. 

I hope he enjoys being part of the Boots team as much' 
as I have for thepast five years. 

Overall, thepast year has seen further expansion of 
our most successful retailing concepts and a significant 
strengthening of our position in the growing worldwide 
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Board of Directors 


•PI Dwt* Mr Davis, 52, became a director In May 
(991. He if chairman of Reed International pic and 
chairman of Reed Elsevier pic. Before joining Reed 
International ai deputy chief executive in 1986, he spent 
ten yean with J Sainsbury where he became assistant 
managing director with responsibility for all buying and 
marketing operations. 


Hr Christopher Benson, Che/rman Sir Christopher, 
60, became a director In April 1989. He ischalrman of 
Sun Alliance Group pic, Costain Group PIC and of The 
Funding Agency for Schools. He was formerly chairman 
ofMEPCplc. 


Sir James Blyth, DtputyChsIrmtn and 
Chlof Ixttutlv* Sir James. 54, joined the company 
and the board In October 1987 as chief ejecuthre, after 
previous appointments as group managing director of 
The Plessey Company and head of defence sales at the 
• Ministry of Defence. HtWse-gcwernor of London 
Business School andchairman of the Prime Minister's 
Advisory Panel on the Citizen's Charter.. 


A H Hawksworth, TD. DL, Pononntl Director 

Alan Hewksworth, 58, joined the company in 1959 and 
became f director in 1984 lie was previously director of 
personnel, Pharmaceuticals Division. He Is a Fellow of 
> the institute of Personnel Management, a Deputy 
Lieutenant of Nottinghamshire and the treasurer of the 
University of Nottingham. ! . . . 


K Ackroyd, Msnsglng Director. Kttsll Division 

Keith Ackroyd, 59, joined the company in 1952 and 
became a director in 1979. He is a Fellow of the Royal 
Pharmaceutical Society of Great Britain, chairman of 
the British Retail Consortium, a non executive director 
of Sllentnight Holdings PLC. a member of the Passport 
Agency Advisory Board and the National Board for 
Crime Prevention. He was appointed managing director 
of Boots The Chemists In 1983. He took up his present 
position In 1984.. 


Q M Hourston, Msnsglng Director, toots Ths 

Chsmlsts Gordon Hourston, 59, joined the company i 
1958 and became personnel director on his board 
appointment In 1981. He Is a Fellow oTthe Royal 
Pharmaceutical Society of Great Britain, chelrmanof 
the Company Cljemlsts Association, chairman of the 
Armed Forces Pay Review Body and a,member of the 
Senior Salaries Review Body. He became deputy 
managing director of Boots The Chemists In 1984 and 
became managing director in June 1988. 


‘Sir Michael Angus Sir Michael, 64, became a director 
in March 1994. Previously chairman of Unilever, he is 
now chairman of Whitbread PLC, deputy chairman of 
British Airways Pic and a director of National 
Westminster Bank PLC. He was president of the . 
Confederation of British Industry from May 1992 until 
May 1994. 


i Prosser, 50.' 




i director of Lloyds Bank. 
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M F Ruddell, Mtntglng Olrtctor, flood Proptrtltl 
Mike Ruddell. 50. joined the company in 1966 end 
became a director In 1984. In 1986 tic became large 
sloresdirectorwith-iesponsibiliiies including 
merchandise and buying Within Boon Hie Chemists. 
Re took up his present position m June 1988 He is a 
non executive director of Community I lospitals Group 
Vid a member of the Board of.Governors ol 
Nottingham Trent University. 


G R Solway, Mtntglng Dlrtttor, flood 
‘ Phtrm tctullctlt Gordon Solway, 57, joined the 
company In 1961 and became odliector in 19/9. MC 
moved to Boots Pharmaceuticals in 198/and was in 
charge of the North American businesses from 19B6, 
before taking up his piesent position in January 1992. 


G M Houhldrvand X Aelroyd Stand from kfl lo right. M f Xuddal 
«r>d G ft Sotwfy. ' ’ ’ 

Top Right: Sir MkhitlAngui _- -—• 

Bottom Uh lo right, IM G dr attar. * F VWwn. Sit fatal IWynoidt 
andflOavn. 


OAR Thompson, Flntnct Olrtctor David Thompson, 
51, joined the company! in 196frand became finance 
director on his board appointment in July 1990. He 
became Retail Division finance director in 1980 and 
group financial controller in 1989 Heis.a chartered 
accountant. 


‘Sir Peter Reynolds, CB( Sir Peter, 64, became a 

director in 1986. He Is chairman of Pioneer Concrete ^ 
Holdings and a director of Pioneer International, Avis 
Europe, Guardian Royal Exchange Assurance and the 
Cowent Garden Market Authority. 


•R P Wilson Robert Wilson, 50, became a director in 
December 1991. He has been with the KT/ Corporatior 
for more than 20 yeafi and became its chief executive i 
1991. 
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The Company Today 


ItoKAtt A 50/50joint venture D1Y company between H 
Bpotsendyv H Smith.with 2t9 stores! , \ • 

Boots Pharmaceutical! Researches; develops a^id\ 

markets prescription pharmaceuticals'worldwido\Aiso 
mariirts a ranjje ol specialist chemicals wotldwlde.y . . ;. 

The major prod^tsa«3»;y;. . i ■ y \ '- 

Ibuprofeh:— ■ ■■" ' y.;' 

: ; Prescription pharmaceutical (Bru(en) ' ^ ^ 

flurbiprofen y-. v 

PrescrlpbbnpharmateutltehFroben) > ! ‘ ' 

Dolhiepin- ' A. 

^rwcriptibw pharmac^utical'lfrothladen) -V Yy;j\ 
rbe^lHyruxine^.v. . ’y. ■ Wi- '.iO. .' '• 
•Wifirfptlon pharmacepcal (Syrtth'rold) - ^ . 

ft»S and Canada only) \ ' 

Boots Healthcare International Responsible JorThd.' 
r marketing of cohsum^ healthcare ptbcjucts in tkeUI&, 
«Europe^and territoriesin Afrlca.Souih East Asia aifd : 
iAAtrala^. 

V; IstWi'pr^.uct range includes St/epSils, KlyroTe'o, 

; Oequadin, Sweetex, Optrex; Mycil, E,4.i NoTand.., 

'‘Natural Collection. • ,■ i ■ % 


Boot* The Chemists Soots The Chemists has W34 
stores with a total sale* area of 520,33) square metres 
and Is managed through two principal chains \ ’y 
There are 9P1 'Small Stores' with a sales area per' . 
store of up to 600 square metres. These concentrate on 
thecore business areas of health and beauty. 

'large Stores' total 224 with a sales area per store of 
up to 4,300 square metres. In addition to health and 
beauty, large Stores also Include sound vision, . 
cookshop and gift merchandise. • 

There are also 9 free standing *vuo Centres’. 

Boots The Chemists is market teaoer in many areas'^ 
' of its businessincluding healthcare.-nwnetia, v *t 

toiletries, baby consumables, films arnfilm procyssing.i 


Boots Opticians The second largest- chain of optidim* 
In the uic. with 272 practices. ^ 


Halfords The largest retailer of car parts and 
accessories and cycles. Halfords is also the largest 
garage servicing organisation in the country. Currently 
there are 215 small storeson the High Street end 188 : 

out-of-town Superstores. 

Childrens World An edgeof-towh operation wjtfji£ 
wide range of children's products from toys to clothing, 
currently with 39 stores. ' 


AG Stanley The largest retailer of home decorating -f 
materials through Homestyle and FADS with 397 stores. 
Horriestyte includes home enhancement proRRcts, igch 
as coordinated fabrics and wallpaper. & 
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Boot* Contract Manufacturing On* of the thrw* 
largest contract manufacturers In Europe. Manages 
production at manufacturing plants In Nottingham and 
Airdrie, Scotland, developing and producing a wide 
range of own brand products for Boots The Chemists, 
prescription pharmaceuticals for Boots Pharmaceutl- 
' Cals, and consumer products for Boots Healthcare 
l%efnational. Numerous products are produced for 
otijer companies under contract. 

Boots Properties Responsible for optimising returns 
• from the company's substantial UK property portfolio 
. pyenierprrsjng investment, development andllnancing. 
^It ls aleadin^pperty company In the UK retail sector. 

\Boots properties actively manages investments and 
disposals td imp;ove the value of the portfolio. Its 
.development activities are concentrated in the retail 
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Chief Executive's Review 


On a Ml«i Incrti w of 5.2% to £4.2bn, the group 
generated an 18.8% Increase In profit before tax and 
exceptional items to £484.4m. I regard this as a good 
performance for a year In which there have been many 
trading uncertainties. 

Irt addition, the group is how cash positive, with the 
borrowings relating to the acquisition of Ward White 
eliminated. Cash generated from operating activities In 
the year totalled £635.9m, an Increase of 15.7%, 

Boots The Chemists performed strongiy. Sales 
increased 5.4% to £2,808.0m, and profit 13.3% to 
-£322.9m Once again the core business of health and 
beauty was its strength. 

Investment In Boots The Chemists continued in 
technology, in staff training and in additional space. The 
business is novV well equipped to face any challenges 
which may lie ahead, be they from further changes in 
the UK system of healthcare and pharmacy funding,,or 
from retail competitors! Quality, innovation and good 
value will remain the hallmarks, whilst trials of new 
store locations and configurations will Continue. 

The prospects for this business are very positive. 

Increased sales volumes and significant growth in , 
profit reaffirmed Halfords strategy and the pace of the 
move from town centres to more appropriate out of , 
town superstores was accelerated. The slight Increase in 
consumer confidence early in the year helped both the. 
car accessory and cycle areas of the business. 

By contrast, Do It All, jointly owned with W H Smith, 
continued to disappoint, suffering from the poor 



with centralised distribution and better systems, . 
will generate improving performance. 

The withdrawal of Manoplax, the heart drug 
launched in the UK and US, was obviously a 
considerable disappointment. Some £100m had been 
invested in developing the drug but, despite regulatory 
approvals, we felt the evidence of its possibly adverse 
.. effects could not ,be ignored. 

Coincidentally; the pace Of change in the structure 
of healthcare provision worldwide made it apparent 
that a satisfactory return for the shareholders of 
small to medium sized pharmaceutical research and 
development companies would be harder to achieve 
after ever greater investment, A thorough review was 
therefore commenced.-This will take time to complete. 


The BootsCogrpanyPIC 






Meanwhile performance li satisfactory, with a sales 
Increase of 6.2% In 1993/94, and with profit bafora 
axceptlonal Kami maintained. 

This is the first full year's separate report of the 
results of Boots Healthcare International, Boots 
Pharmaceuticals and Boots Contract Manufacturing. 
Boots Healthcare International is attracting very high 
levels of investment. This reflects the opportunity we 
have identified In Europe, and indeed elsewhere, for 
over-the-counter healthcare. The business Is being well 
resourced and, whilst there are still some gaps to fijl irf 
Its product portfolio and in market representation, we 
are optimistic that Its UK market leadership will be 
reflected elsewhere. Like Boots The Chemists, pools 
Healthcare International gains from the vertically 
Integrated developiggit and production capabilities 
provided by Boots Contract Manufacturing: 

lor many observerylhe pharmacy is at the core of 
our health businesses. We continue to invest in the 
enhancement of the community pharmacy service and 
systems, and in the training of graduates and their 
development as pharmacists. The importance of this 
work increases as the UK government expects greater 
productivity and value for money. Boots The Chemists 
remains the major player in this field. 

The group has one of the largest UK retail property 
portfolios and this provides an Important source of 
market intelligence to Boots Properties. This business 
continues to perform well, taking a systematic 
approach to investment by acquisition and to property , 
development. Whiist this approach will be maintained 
we envisage an increasing level of net investment over 


It Is now three years since we Began to manage the 
company specifically for added shareholder return 
through the application of a rigorous and tightly 
managed strategic planning process This requires all 
businesses to evaluate and report to me on the options 
for all aspects ol their business, against cash generation 
and value enhancing criteria. The process has exposed 
many potential new opportunities. 

We remain dedicated to the achievement of 
long term value, and monitor this achievement by 
- reference to a challenging peer group ol competitors. 
We have more than doubled shareholder value in the 
last (hie years and aim to maintain this progress. 



Sir James Blyth 

Deputy Chairman and Chief Executive 





Financial Review 


Accounting standards The company It keen lo debit* 

and to participate actively In discussions on new and 
proposed accounting standarSyand practices. It fully 
supports the objectives of the Accounting Standards 
Board aimed at improving the quality and consistency 
of financial statements for the benefit of shareholders. 

Cash flow Cash management is one of the key 

performance measures used by the company to 

monitor its businesses. The group's performance In this 
area is detailed on page 15 and is testimony to the cdsh < 
generative ability of the businesses. 

Operating cash flow of £635.9m was £86.3m 
higher than last year. Purchases of fixed assets Increased 
. by_£49.2m to £215.6m, a record for the group. Most of 
the expenditure was on store developments in Boots 
The Chemists and the buying of freehold Interests by 
Boots Properties. 

A summary table of cash flews inducing the 
calculation of free cash fiow is shown on page 15. This 
differs from the FRS1 cash flow statement shown on 
page 43 primarily in that it analyses the movement in 
overall net cash rather than cash and cash equivalents. 

Free cash flow (fhe amount available to service 
providers of capital) showed an increase of 16.2%. 

liquidity and funding The strong cash flow per¬ 
formance resulted in net cash of £69.0m at the year end 
compared with net debt of £203.8m at 31 St March 1993. 

Total cash investments at the year end were £491.9ni ' 

and the maximum maturity of these is 12 months. 

. During the year a subsidiary 8oots Investments ltd, 

purchased all the £250m 10.125% bond due 2Q17of 


The Boots Company PIC together with all outstanding 
Interest coupons other than those maturing on or 
before 24th June 2002. 

AUSsubsIdiaryoperates'emanufacturingplantin 

Puerto Rico, and £ 192.1 m of the group’s cash is held 
there. Remittances are not restricted. 

. Seasonal and overseas requirements are met from 
commercial paper and short term bank, borrowings.. 
Thoro are no committed bank facilities. 

Treasury policy 

Control The board has established clear principles 
' covering all major aspects of treasury policy. These aim . 
to bencfi( Iqngcr term shareholders 
Strict guidelines for cash Investmcnts’apply 
worldwide, and investments arc made only in high 

quality bank deposits and other liquid instruments. 

Controls are in place which seek to prevent fraud 
and other unauthorised transactions, and minimise 
counterparty risk. There are regular reviews by the 
group's internal audit staff. 

Interest rate policy The board does not believe 
hedging the impact of short term movements in interest 

rates increases the worth of the company, or that long 

term shareholders ascribe value lo the reduction ip 
earnings volatility wliich results from such hedging. 

The board does not wish to have too much debt 
fixed at one interest rate. The majority of the £250m 
10.125% bond was swapped from fixed into floating 
when it was issued.TUI cash investments and other 
debt, with the exception of the US* 175m bond, is at 
floating rales of interest. 

With cash and borrowings broadly in balance, 
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Summary of cash flows 

Nat cash Inflow from operating activities 
Purchase of fined assets and businesses 
Disposal of fixed assets and businesses 
Investment in and loans to associated undertakings 
taxation paid ' 

Other items 
free cash flow 
Less: Interest paid 
Dividends paid 
Nat cash flow'. 


Interest rate management, is now less Important than 
before. 

Currency exposure policyThe group's major 
currency exposure is to the USdollat. A consistent 
option hedging strategy has been used throughout the 
year to protect the sterling value of US$ sales and 
purchases. Options are purchased only to cover the 
forecast needs of the businesses. The company does 
not sell currency options. 

Modest sales and purchases are made in a range of 
currencies other than the US$, but it is no^considered 
that hedging them into sterling adds value. 

As well as these activities involving trading cash 
Hows, part ol the estimated value of the US$ earning 
businesses is protected by means of longer term dollar 
liabilities; currently In the form of the currency swaps 
and USi bond. - 


-6JS.9 

(233.6) 
63.6 
(23.2) 

(108.6) 
3.3 



Performanco measurement earnings pci share (EPS) 
for the cprrenfycar shows an increase ol 2 6% from 
27.0p.to 27.7p. This has been calculated in accordance 
with FRS3 'Reporting Financial Performance'and has. 
therefore been affected tythe exceptional items 
arising this year. In order to understand the underlying 
performance of the group an allernative EPS is also. 
reported which adjusts for the exceptional items’arising 
and shows an increase of nearly 22%. 

■Howover, the board consider that too much 
prominence is given to EPS as an all embracing measure 
of performance. In theboard'svicwia belter overall . 
measure of long term performance is the total return to 
shareholders, comprising dividends paid and growth m, 
-share price. Over the past live years total shareholder '■ 
return has increased by 138% per share compared with 
8t%foranindexofallmajorUKcompanios . / 


Taxation The effective rate of tax for the group is 
30.4% (1993 30.7%), although if the effect of 
exceptional items is excluded the rate falls to 29.0%. 
The tax charge this year again benefits from US federal 
tax relief given for Puerto Rican income. This benefit 
will reduce over the next four years as a result of recent 
changes in US tax. 

The group has substantial capital losses available for 
UK tax purposes arising mainly in the parent company 
from the voluntary liquidation of a subsidiary. Ward 
White Group pic. Valuations, however, stilf have to be 
agreed with the Inland Revenue. 


Dividend The board is recommending a final dividend 
of 10.1 pence per share making a total for the year of 
15.0 pence per share, an increase of 11.9% There is 
approximately two times earnings cover repi eventing a 
continuation of existing dividend policy f ree cash How 
cover amounts to 2.2 times. 

As in previous years ordinary shareholders will again 
have ah opportunity to increase their shareholding in a 
cost effective manner by the offer of a scrip dividend 
alternative. Hitherto, approximately a quarter of private 
shareholders have taken up the oder r representing 
approximately 8% of the issued share capital. 
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Operational Review 



Boots The Chemists Sslrs at £2.808.0m rote by 5.4% onlysmill Increases, and sales of music, video, 

and profit at £322.9m Increased by 13.3%. computer games, and audio equipment all declined. 

Customer are assured of Boots The’ Chemists the sale of large audio equipment has been 

competitiveness through continuous price monitoring discontinued. 

nationwide and prompt and aggressive aclion where Selling space was expanded during the year 

necessary. Heavily promoted price competition from Major new stores were opened in Norwich end Gyte 

some other retailers therefore had no impact on markot Park, Edinburgh, along with significant extensions in 
share. Overall margins again increased. Cheltenham, Cambridge and Guernsey The improving 

The chain continued to reinforce Its strengths In profitability of core merchandise ranges is opening up 

health, beauty, food, photo, baby and gift merchandise. new opportunities for small stores in defined catchment 
This led to significant sales increases, particularly in areas 48 Small stores were opened during the year as 

over the counter healthcare, where space allocation in part of the strategy to add 250 sucli outlets over four 
mostlargeandmanysmallstoresincreasedonaverage years. 

by 24%. . , \(na continuously changing market place, 

• There were a number of successful new launches • shareholder value can sometimes bo enhanced as.much 

and range extensions Customers responded with by contraction as expansion. Surplus space was 

particular enthusiasm to additional own brand ranges, eliminated in Newcastle, Bradford and Wellingborough.' 
for example the new Global Collection of natural In 34 stores, trading area was reallocated to enlarged 

toiletries, which has been added to the existing Natural Boots Opticians outlets, which were formerly in 

Collection range, to create a £50m brand (jverali. The free-standing high street premises. 

Boots Soltan range ol suncare products also now leads Small Boots The Chemists stores were piloted within 

its market with a 20% share. : ~ eight Sainsbury stores during the year Each Boots outlet 

Healthcare sales were 12% higher than last year. was differently located and a considerable amount of 

they continued to benefit from the reclassification of information has been gained from these trials which is 
products from prescription only to pharmacy-only, novsr being fully analysed 

enabling them to be sold over the counter. At the same A significant contribution to Boots The Chemists 

time, the continuing expansion of Boots professional outstanding performance came from the control of cost 
service resulted in ahincrease of 7% in then umber of in offices, warehouses and stores, 

prescriptions dispensed. The group’s product development and 

The new year-round gift merchandise business is manufacturing capability ensures that cost savings 

developing well, especially in larger stores which feature generated throughout the supply chain can be passed . 
a specialised Gift Shop area. Other areas of the business on to customers, thus helping Boots The Chemists 

were more difficult. Film processing and films showed maintain a clear competitive edge over other retailers. 
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Boots The Chemists is enhancing the core merchandise offer, notably with well- 
researched own brand ranges; which with, excellent customer service, continue 
to add value. Advances in information and supply,systems:are intended to 
further reduce costs. 



Moreover, tho company continued to lead the high 
street In negot iating more realistic rent and ratei 
assessments, with great benefit to pioperty costs, 

In the control of expenses, as in many aspects of 
today's business, the development and effective use of 
information systems is critical.- 
- . Increased efficiency was achieved in the deployment 
of store staff, contributing to a total productivity 
increase of f .2%. This rate of increase was lower than in 
previous years due to'heavy Investment in training and a 
varielyofstoreconceptandservicetrials Boots The 
Chemists advanced training programmes are designed 
to tf inforce its pie eminent high street position in - 
customer service by helping staff maintain ns 'assured 
shopping'principles. 

The introduction of automatic stock replenishment 
is now nearing completion. This together with further 
streamlining of the supply Chain, is bringing significant 
new cost efficiencies. 

Information systems aie also being used to rclme 
store merchandise planning A number qI pilot projects 
have been designed to improve product mix and 
profitability, in particular by increasing the sales aica 
dedicated to core ranges . 

Customers can now benefit from a new pharmacy 
system, called Medilink, which combines 
comprehensive national patient records with enhanced 
stock control. This is in addition to well established 
schemes providing pharmacy services to residential 
homes and repeat prescription services for doctors and 
patients. ... 

The retail market place continues to change with 
increasing competition from supermarkets in our / 







product areas of toiletries and lome over-the-counter 
medicines. Boots The Chemist! hoyvewr has the 
strategic advantage of vertically integrated own brand 
development and manufacture enabling innovative 
quWdy Va ' U<! Pf0dUC,5t ° 60 b,0lJflh, ‘°«he' mirkei very 


Boots Opticians Ihe optical market remained highly 
competitive with Widespread discounting, and there 
has been little market growth. Sales of NHS spectacles 
end sight tests continued to be affected by tighter 
controls on the government's voucher system. Boots 

Opticians sales increased by 8.7% to £102; 1m. 

^ Profits were held back to £6.7m, representing a 
modest increased 1.5%, as a consequence of an 
accelerated investment programme designed to 
strengthen the company's competitive.position. 


within large Boots The Chemists stores. This.' 

' Boo,s Opticians to benefit from increased 
ner traffic and Boots The Chemists to make bette 
less productive trading areas within its stores. Thi 
nent in new technology is improving efficiency 
tending the range and quality of professional 
s available, but has an adverse effect on ' 
bility in the short term. 

ddition, Boots Opticians is positioning itself to 
aximum advantage of the group's reputation for 
3 good value, quality healthcare productsand 


ranges — in contact lenses and solutions and in 
spectacle frames and lenses - has been introduced. 
Boots Opticians can now offer a one hour spectacle 
dispensing service in most oattelS 5 ^-*,' 


Halfords Sales of £357.0m increased b 
demonstrating significant volume grow 
street outlets and, especially, superstore 
increased more than threefold to £ I4.7r 


over 9%, 
lin both high 
Profit 

, despite losses 


npanyPLC. 






Boots Opticians is sharpening its competitive edge, with expanded own label 
ranges sold through larger trading outlets, by improving service quality and 
efficiency levels, and new technology. 7 

Halfords aims to consolidate its leadership of the cycle and car spares market. 
The emphasis is on developing out-of-town or edge-of-town superstores and 
improving quality and pricing in core product ranges. / 






of tVi/lm from garage servicing increased business 
efficiency throughout the retail chain was passed on to 
customers in more competitive prices, which in turn 
secured further market share gains in mariy areas. 

/ Real progress was made In expanding Halfords offer 
if) core business areas. The Parts Store',* dedicated car 
/parts service begun In 1992, was Introduced to all 
/ superstores. The combination of comprehensive 
j branded and own brand ranges, plus fast search end - 
delivery on specialist parts has been wvll accepted by 
professional and DIY customers alike Sales of car 
accessories also Increased, helped by an improving car. 
market and significantmew merchandise development. 

Halfords also implored its already commanding •• 
position in the cycle market. Exceptional sales at 
Christmas helped take market share to 24%. At the 
same time, supply chain improvement! tiave reduced 
costs and improved lead times. 

. . Garage servicing with 139 outlets remains a loss 
maker. During the year a trial was earned out on the 
15 outlets in Scotland to assess ways of improving 
profitability. Changes were made in reception 
arrangements, customer service and labour scheduling. 
There was afso heavy TV advertising with the aim of 

increasing volume and generating customer loyalty. 

Short term results have been positive and the 


Halfords superstores have been transformed over 
the last 18 months as Halfords began taking fuller 
advantage of its ability as leader to influence thenature 
-' end duality of the market place through its specialist 
knowledge and experience. 











Childrens World continues to promote the 'shopping for Children with children' 
concept it pioneered-in the UK and is also looking to create incremental profit 
growth from an increasingly viable and expanding stbrebase. 


Remerchandising, new signage systems and i 
generally Improved store ambience are airbeing 
reinforced bylncreased Investment in stafftrainingand. 
the Introduction of amew staff siructur, An accelerated: 
opening programme is now under way'SljAdOiy 
superstores were opened during the year and 2 7 high 
street stores closed, giving a small net increase in ' f $. 


Childrens World Sales for 1993/94 were up 20% at : 
£84,1 m. Tne loss of.CJ.6m for the year as a whole was 
lower than last year, and there was a small profit in the' ' 
secondhalf. 

turners are now responding! in Increasing y ; . 
i the Childrens World concept which provides 
isiw ranges of quality products at good value 
iding a 1a/ge range of exclusive fashion 


numbers! 
comprehe 
•prlcesjnc 
• -products f 

out-of-town family shopping experience with conveniei 
facilities for parents and play areas for children. 

. With 39 stores now open, theChildrens Wbrld chaii 

has passed critical mass and all stores are making a • 

trading profit contribulion, including the original 
30,000 sq ft stores. It is planned to continue increasing 
|. the portfolio By about 10 stores a year at the newer 
15,000 sq ft siae. Nine of these smaller stores were 
opened last year and proved particularly successful in 

thecore merchandise areas of baby and children's 
fashion', . , ,• . 


the business is one of the leading retailers, with a 
market share of 7%. This, together with a sluggish 
housing market for most of the year and preopening 
costs for new Homestyle stores, resulted in a small los 
of £0.8m for the year, -rnv r 

Nonetheless..the ag femestyle by FADS' home 
d4cor format has be^^ll received by customers. 
These stores — which combine extensive ranges of 
co-ordinated fabrics, wallcoverings and accessories wi 
interior design support as well as practical decorating 


A G Stanley Margins remained under prt 
consumers were influenced by fierce price 
in the DI.V sector, affecting paint in partici 
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0)k.M!ion»i Review continued 


; toots Pharmacautlcaii Sales at £510.5m mcreasedby 
6.2%. Profit of £94.2m was reduced by the exceptional 
provision of £35.0m forthe write off of plant and stocks 
s&bsequent to the Manoplax withdrawal in July 1993 
Overall, existing major brands performed? 
satisfactorily during the year: the launch of Esboriven 
• fortcin France was a particular success. 

Synthroid in the if! continued to produce 

underlying growth, and maintained its market share 
although sales and profits were affected by wholesalers 

reducing pipeline stockslnthc'firsthalf of the year. 

Brufen/ibuprofen safes, although under pressure 

from generic products, marginally Increased in a 

number of markets as a result of the growth In Brufen 
Retard, the long-acting formulation.mow launched in 
11 markets. Raw material sales from the BMC joint , 
venture.production plant In the US commented during 
theyear, following the necessary fOAapprowls Ttie 

royalties under the mam Advil licence with African • 
Home Products ended in May 1994, but the raw 
material ibuprofen conlinues to be supplied by BHC. 

. froben/flurbiprofen showed an overall decline In 
sales during the year, large(y due to competitive 

pressures from the newer anii inllainmatories, though 
sales to Japan for the patch product continued to 


all remaining stores. This is'bemg accompanied by 
substantial investment in staff training.' 

, ‘ further investment is also going into improved own 

brand product quality and sourcing. Own brand is 
currently at 17% of sales and it is expected this will 
increase to 25% next year. f 
A new 335,000 sq ft central distribution warehouse 

commenced operation in May and will in the coming 
months progressively take over distribution of most of 
the products supplied to Do It Alt stores. This will give 
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following the withdrawal of Manoplax, a thorough strategic review of the 
Boots Pharmaceuticals business is in progress. All research and development 
(R&D) in the cardiovascular field has been terminated but in other therapeutic 
areas the R&D pipeline contains a number of promising product candidates. 

Boots Healthcare International's fast growing over-the-counter business 
develops and markets consumer healthcare brands which succeed in Europe, 
and worldwide. ' __ : ,.__.. 


7 ’ 
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supply agreement remains in plate 

Prothiaden, an anti depressant, increased sales with 
a strong performance in the UK. 

• The research and development programme 

continues although costs have been reduced by cutting 
back on staff numbers in some areas. Sibutra.mine, a 

weight reducing agent, is now near completion of 
Phase lll clinical trials and first regulatory filings are 

planned by the end of 1994/95. In the field of mental 
Illness, totepme, an antipsychotic, and lesopitron, an 
anxiolytic, ire in clinical triai and progressing 
satisfactorily. • 

Following the withdrawal of Manoplax a thorough 
review of Boots Pharmaceuticals is being undertaken 

and an evaluation of the various options, including 
merger or sale, is being made. The review is very 
complex and will take some time to complete. 

Boots Healthcare International Salesat £15S:3m 

increased by 5.8%. Profit at £6.6m was more than two 
and a half times higher than last year. 


Governments throughout the world are encouiagmg 
self-medication in an attempt to reduce state healthcare 
expenditure. Boots Healthcare International (Bill) is well . 

placed to take advantage of this trend. 

BHI Is already a major force in the Eufopean 
over-the-counter healthcare market. The operations in 

France, Spain, Benelux, Italy and Eire, all hold strong 
- positions, enhanced in France and Maly by acquisitions 
during the year, the UK subsidiary Crookes Healthcare 
is national market leader. BHI also has a developing 
export business using agents and distributors in 
markets oulsidi; Europe. Since the year end the business 
has been extended to include maikcts previously 
addressed through Boots Pharmaceuticals where the 
company has a substantial over the-countpr business, 
for example South East Asia and Australasia. 

Product strategy focuses On four key.therapeutic 
a reas. In analgesics with Nurofen, cough/cold with 
Strepsils and eyecare with Oplrex, the business has 
brands which are already internationally successful, 
each capable of being developed as umbrella brands Iqr 
a series of produrts. In skincare. there are a number of 

significant national brands —145 iri the UK, for 
example, enjoys markaUeadership in its sector, us Sales 

boosted in the year by the introduction of a new iotion 
variant. . 

Agreement was reached after the year’qnd to sell the 
Farley's infant milk and food business arid the adult 
nutrition business to subsidiaries of H J Heinz Company 

for £94m payable on completion. 

BHI now has a 70 strong consumer product 
development team and a central marketing 
organisation! Berth are dedicated to ensuring that 


i 







development programmes are customer driven, 
whether they are line extensions, newly developed c 
acquired brands. Worldwide brand strategics are 
developed centrally, but field-based teamsare 

employed at all stages to ensure they can be 

implemented successfully in a variety of local market 
BHI has considerable potential and is currently 
attracting high levels of investment in new product 
development and product launches. 


Boots Contract Manufacturing The benefitsof 
















Boots Contract Manufacturing's emphasis is on helping its customers hrinn 
new products to market quickly and on using its reputation ns a supplier ul 
quality melt ll.imlkt; tu other Boots businesses to support mom third party 
sales, particularly in Europe, where own brand manufacture is now a rapid 
growth area. 

Boots Properties takes a long-term'view of its market, using the group's retailing 
knowledge, modelling capability and information resources to identify and 
capitalise on opportunities. 


Responding to the dynamic nature of its market, BCM 
hat an extensive product development programme 
Owr 2.000 new projects are currently being 
progressed. The speed at which this dedicated . 
development and manufacturing resource Is now 
capable of bringing hew products to market gives Its \ 
major customer, Boots The Chemists, a distinct 
competing advantage, so endorsing the benefits of 
vertical integration. „ 

Boots Properties Property profits increased 23.6% to 
£67.1 m. the majoeportion of these profits — £59 6m 
— arose from rents on fully comparative properties. The 
saleof development properties contributed £5.8m 



Davcntry; retail parksinCramlington, Stamford. Bradford 
arid Derby; a shopping parade in Grangcmoutl 


• --wnuy,eMiwisiiiiigparaoemurangemoum.. 

Boots Properties capital expenditure Is concentrated , ^number of reversionary freeholds with Boots The 
on two retail areas-the purchase for investment of Chemists as tenant. 

freeholdsor long leaseholds; and property developmpnT^ Property development continued to progiess well, 
.. ’ 'min A ■■■ 


' '/•.<:pi • -- • • . - <- r 

S' i ftjrt folio investment and divestment decisions 

driven by careful assessment of potential returns 
" against specific criteria. Developments are retained or 

'.-.♦rijj soldion the. basis of which option creates the greater 

. .; long term value for shareholders. In the main 

■ \'-0 developments are retained, to produce a steady and 

• ' '' .V.A predictable income stream for the future. 

• ■ . ? Despite the very competitive nature Of the retail 

Property market. Boots Properties met its capital 
expenditure targets. The recovery in the market from 
the middle of the year ted to the disposal of a small 
number of properties which did not meet the business's 
financial criteria for'jjetention. Boots Properties 
continues to be a netsnvestor with expenditure of'. 
£54.1m and disposals of £ 18.9m in the year. 

Purchases in.the year included a shopping centre in 


'A cautious approach is applied, taking full advantage of 
the group's knowledge of retailers' property needs — 
both in the high street and out bfitown - and access to 
an extensive research database This combination of 
in depth experience and constantly updated 
quantitative data gives Boots Properties a powerful 

competitive advantage in the market place, which is 
applied in the acquisition and development of sites; 
where Boots retail companies.wiil be tenants 

Developments in MarketTtaiborough and Plympton 
vyere completed during the year and letting is i 
progressing satisfactorily. Development agreements 
have been signed for sites In Chorley. Brecon; Harrow, 
Hastings, Caerphilly and Swindon Construction has 
started at Chorley and key tenants, including Boots The 
Chemists and IMsolworths, have been secured. 
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Community, Employees and the Environment 





Community The company It Involved In charitable and 
community work throughput theUK and, to a letter 
extent, Internationally. The iocut inevitably It on 
Nottingham, where the company wat founded, where 
our head of lice is based, and where over many years a 
special relationship has developed with all parts of the . 
community 

Qur traditional approach in this area has been t 
respond to requests for project funding. Indeed, 
charitable and educational payments again increased, 
totalling £ 1.8m compared to £1.4m in 1993. J 
These Included donations of £426,000 paid through 
Boots Charitable Trust, an independent registered 
charity established in 1970 and wholly funded by the 
company The Trust also makes top-up contributions to 
employees' fund-raising activities on behalf of a wide 
variety of charities. 

Money raised through Boots The Chemists 
Christmas card and gift charity promotion funded SO 
Variety Club Sunshine Coaches for disabled and 
handicappedchildren. 

In recent years the company has moved towards 
more active community involvement in an attempt to I 
influence positive change. Other than in Nottingham, ' 
where we continue to consider support for any local 
charity, we endeavour to maximise our impact by 
concentrating support'on healthcare, education and 
economic development, Local initiatives include the 
Nottingham Childcare forum, support for drug 
prevention programmes, and a new fund dedicated to 
communities affected by pit closures. 

The Boots Recycling Project, administered by our 
Community Relations Department, has been distributing 


surplus stock to local, national and International 
charities since 1985. Last year, stock remainders worth 
some £432,000 accounted for about half of what was 
distributed together with a similar quantity of other 
surplus or unsaleable goods which are sorted and 
refurbished through community service projects, 
administered by Nottinghamshire Probation Service. 

Merchandise donations include £50:000 worth of 
baby.milk donated to the lord Mayor of Nottingham's 
- Minsk Appeal, as well as £50,000 worth of Soltan 
suncare products sent to the British trdpps serving in 
Bosnia. Around 1,500 hot water bottles were supplied 
to the Nottinghamshire,Old and Cold Campaign After 
attention by a community service team, 200 bicyc les, 
returned to Halfords as part of a promotional offer, 
were donated to local schools and children's chanties.' 

The company's Education liaison unit promotes 
economic and industrial understanding, Working in 
partnership with organisations such as Training and 
Enterprise Councils, the Industrial Society.-the CBI, 
government departments, universities, colleges and 
schools. The unit's Wort'encompasses teacher and work, 
experience placements and the production of 
curriculum materials, as wellas donations. 

Boots also continues to be a major sponsor of the 
local Enterprise Agency network, in which public and 
private sectors come together to offer free help and 
advice to small businesses. We now sponsor 108 . 
agencies throughout the UK at a cost of almost 
£75,000. 

Employees The company strives to enhance the 
performance of all its people through personal 
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development end motivation. Externalrccruitment of ' 
people with particular skill) and strengths complements 
our internal promotion and development programme. 

While people's commitment to the business unit for 
which they work is encouraged, management across 
the gioup sharcs'expericnce and best practice between 
businesses. Transfers from one busmoss to another aro 
Increasing in frequency. Succession planning Is now a 
strategic task at the group centre. 

People are trained and helped toadapt to an 
ever-changing commercial environment. The.f ompany 
is maintaining its leadership in the development of 
National Vocational Qualifications. During the year, an 
employee of Boots The.Cheniists became the holder of 
the UK^ first retailing qualification at Level III. As the 
UK's largest participant in the government-sponsored 
Investor in People ward. Boots The Chemists recorded 
two other'firsts'— in London, where the employees of 
the Hays Galleria store all obtained an NVQ at Level II 
and at Wolverhampton, where there are now over 100 
employees with NVQ certificates at level i or II. In Boots 
Contract Manufacturing, five employees became the 
first people in the country to achieve an NVQ level I in • 
packaging operations within nine months of 
registration. All our businesses are committed to high 
standards of practice in the framing, motivation and 
development.of staff to their full potential. 

The company remains committed to equal 
opportunities programmes and monitors their in¬ 
effectiveness. The company has a comprehensive, 
programme which provides advice, employment 
opportunities, training and career development for 
people with disabilities and is a : founder member, of 

i ■ •, -. . 
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Opportunity 2000, an Initiative backed by the 
government to Improve the representation of women in 
-Industry- 

family friendly 1 policies have long been part of the 
personnel strategy anti in recent years greater flexibility 
has been provided to women wishing to return to work 
after having children. Part-time posts job sharing, term 
lime and school hours working have all become 
accepted ways of working within Boots, For the future, 
the company recognises that there will be an even 
greater need formanagers to embrace flexible working 
arrangements. 

, Jfie company believes that there is no substitute for 
face-to-faco communication. This is undertaken 
through line management, trade; unions where they 
' represent staff and a comprehensive structure ol staff * . 
councils. In addition, The Boots Company News is sent 
to employees throughout the world each month and 
other media are being introduced as part of a 
comprehensive new group communications strategy. 
There are also publications of various kinds within - 
individual businesses. 

Environment The company aims to run its businesses. 
with a real concern fof the environment. 

Progress is monitored at board level by the Social 
Responsibilities Committee The critical process of 
auditing products, facilities and practices, begun in 
1991, is now nearing completion. Formal measurement 
Systems will be put in pla.ee throughout the company to 
facilitatethereviewofcomparativeperformanceannually. 
Best practice and competitor benchmarks will be set for 
each part of the company and for major suppliers. 







Community, EmployeeVand the Environment continued , 




In the meantime, there Is progress to report <inc* . 
last. year. Activities in chemical production, power 
' generation, tablet film-coating and incineration have 
now gained authorisation under the'Environmental • 
Protection Act. About 95% of the solvents used are 
recycled and work continues on finding replacements 
for the remainder. In transport, a policy for minimum 
journeys, rogulaf I'hhirle repfacemont and driver 
training applies. I he company also regulates vehicle 
speeds and ensures the use of aerodynamic fittings.' 

With customers' co-operation, retail outlets are 
issuing fewer plastic bags at the point of sale Together 
with changes in bag specification, this has resulted In 
slicablc (eductions in polyethylene deposited in landfill. 

Re-usable transit packaging^ such as plastic trays; is 
now widely employed; other forms are recycled where 
-practicable. Shop fittjngs are also re used more. 

’ Of nearly 70,000 tonnes of packaging usedin 1993 
by Boots The Chemists, about 25% was made from 
recycled materials, as was almost all of tlje 577 tonnes 
of disposable paper products used in the group overall. 

Ash from our power generation unit in Nottingham 
is recycled to the building trade Funds raised by 
, recycling morethan 1,000 tonnes of greetings cards, 
collected through shops after Christmas 1993, were . 
used to plant 12,000 trees in community forests. 

Energy cost savings in excess of 10% we/e achieved 
last year. High efficiencyjighting units in some shops 
have produced savings of up to 80% and automatic 
controls are being introduced in a range of lighting 
applications. A major project to exami^ fuel choice ' 
and energy policy is under way in the engineering 
department. 


The environment Is Increasingly taken intp account 
In developing new products and their packaging New 
techniques being used include life cycle analysis, whcle 
database information allow* comparisonsbetween 
methods end materials. A now range of kitchen kmyes 
on sale in Boots The Cherttists has handles made 1 
entirely from recycled propylene and blades from 100% 

' .recycled steel. 

Desk top studies for contamination are carried out 
on land before sale, purchase or development. Any 
positive indications are rigorously pursued. Government 
guidelines are followed with regard to any 
contamination found.- , ; ‘ v 

The company actively supporlsjovcral national' 
bodies/induding the Producer Responsibility Gfoup, 
the CBl's Environmental Business Forum! the British; 
Standards Institute working party on BS7750 and the 
Chemical Industries Association's 'Respohsiolt 
initiative. It also supports localgowrnment initiatives to 
iocreasethe responsible recycling and/or deposit of 
waste materials like oil, tyres andout-of-dat 
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Over 70% of Boots Opticians sales are Boots tyartd, Products ihdyde. a wide - 
. selection of exclusive Boots frames, Boot* Integra 4in 1 Ieh6?$, cphfact lehses 
and solutions and the Boots 'Pioneer" prescription sunglasses range,;' \ 

Soltan, developed and manufactured by BootsContract Manufacturing, leads, 
the UfCsun protection market with a four star UVA rating system, which is noW 
being adopted.nationally. Ipdeed'someof the Soltan formulae have been 

^patented// £flf/ : ■■ ZttiM*., 
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Boot* The Chemists launched the Natural Collection range of tolletri 
August complementary range, Global Collection launched ir 
.199 3, is alre ady very popular with customers. ; j 

Vlomestyle specialises in eo-otdinated softTu^hingsandwallcoieri 
home. The'Emily' range of wallpaper, border and fabric is one of seve 
exclusive ranges designed by the Homestyle creative team. 
















Boots Healthcare International is expanding in Europe through product 
acquisitions and new product launches. An example is Nobacter shaving.. 
mousse for sensitive skins, acquired along with Solubacter and Cutisan skin 
care products in 1993 from Innotbera in France. 

Brufen Granules - protecting and extending the Brufen franchise with an 
effervescent drinkable formulation which provides rapid pain relief and high 









Halfords merchandise specialists continue to develop further the own brand 
range by introducing innovative products. An example is booster cables in a 
convenient storage box. 
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Directors'report 


The directors of The Boots Company PLC present theirannuai report to shareholders, together with the audited 
financial statements for the year ended 31*t March 1994. 

Principal activities 

■’ The group) principal activities are: V 

- the research, manufacture and marketing of pharmaceutical and consumer products. 

- retailing of chemists'merchandise, autoparts, DIY, opticians and children's merchandise. 

~ property investment, development and management. *'■ . 

■ Further information is provided on pages K) and It. 


Business review and futur 


A review of group activities during the year and likely future developments are dealt with In the Chief Executive's 
Review and the other business reviews on pages 12 to 25.1 ' 

Group results 

The group profit and loss account for 1994 shown on pago 40 includes the following details:. , Tm *'i<l 
'Turnover- ., "j'aw'i 

Profltonordinaryacttvitiosbcforecxccptlpnalitemsandtaxatlon 484.4 ,U) 7 .7 

Profit on ordinary activities before taxation ajj.g • .Kjr/ j 

Appropriations 

i Thc di, « c,0f * recommend the payment of a final dividend of 10.1 p per share which, if approved by shareholders, will 
bopaidon 17.thAugust 1994 to shareholders registered on 16th June 1994. When added to the interim dividend of 
4.9p paid on 4th February 1994, this makes a total dividend payment for the year of IS.Op pershare (1993 13 4p per 
, share). Payment of these dividends requires £156.0m (1993 £ 139.0m), leaving £ 131,9m (1993 £ 140:1 m) retained in 
the business 

Group structure 

During the year, Boots Healthcare International acquired two European consumer healthcare businesses: ta Socidti) 

Francaisedu Triclocarbon in France and Marco VitlFarmaceutlciS.p.A. Irt Italy. 

On 22nd July 1993, the group sold 8eaute,*Hyglencet Solns. SA, which operated Its French retail business, Sephora ■ 
Thc Boots Print packaging business was also disposed of during the year; 11 

Since thc year end, the company has entered Into contracts to sell for £94m its businesses in Farley's infant milks and 
foods and in adult nutrition products: : ' ; : 

- Share capital ' '' ; ^\ .... 

Details of sljares.lssuedduring the year are shown in note 20 onpage 58. \ 

At the annual general meeting on 22nd July 1993 shareholdersauthorised the company to make market purchases 
of Its own ordinary shares of 25p each. The authority Is limited to the purchase of riot more than M of the ordinary/ 
shares in Issue at the date of.the purchase; the maximum price payable is 105% of the average of (he middle markoV 1', 
quotations for the 10 business days before the purchase, with a 25p minimum, exclusive of any expenses payablWbyS^ 

the company. There have been no purchases during the year. The authority expires at the end of the annual general T 
meeting In 1994, when shareholders will be Invited tp renew it. /...".y. 


As at 1 st June 1994 the register maintained by the company under Section 211 of the Companies Act 19S5 does not 
contain any notification to the company that anyone holds.3% or more'of the issued ordinary share capitatof the 
company. ‘ 7 ^ J 
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different (rorn that stated in the financial statements. 

Details of movements in fixed assets are shown on pages 51 to 54. 

the year. Staff Involvement In the compan/s ( ^ lt( j on whlfh there are-four employee 

schemes and this Irwotvement extends to he ^ , cfnlrnent ; s , 0 f„ the qualifications, ’ 

representatives. The company's aim !° ,a ll^entbert of staff and applKWitwo^®^°V^^^^^^ jogaidlcss of sex, . 
aptifude and ability of each individual to «he apfj * (Q ^ cet w responsibility towards the employment 

' employment in the same job or asuitable alternative. 

. Further Infofmation Is Ihown on pages 26 and 27. 

Charitable donations '» ,i x (nrthe vear were E1,831,000 0993 £ 1,374,000). there 

7 =rrr^ . ^. 

, 

31«'OeCcmb«1993,Mpectl»ly „iLwtwr, lo„llrc Mtb,l,mao „tlif (O^'unV °l ,tiC 

•> «*“«*»**^^ 

7 : . 

director to fix their remuneration will be proposed at the annual general meeting. 

By order of the board 
1st June 1994 

lAHawtin 

Secretary . • 






Group profit ,and loss account" 


(LossVprofit on disposal of fixed assets 
Profit on disposal of businesses 
! Profit on ordinary activities before interest 


Net Interest . 

Profit on ordinary activities before Uxetlon 


Cernlngs per share M*0p (*.*)p 21.1p 

The results for both periods are wholly attributable to the continuing operations of the group 

Operating profit for the year ended 31st March 1993 hay beenVestated to exclude profit on fixed asset disposals 

wnich Is now shown separately. , 


■Yi 









Statement df total recognised gains and losses 


Profit for the financial yaar attrlbutablato shareholders 

Surplus/(deficitj on revaluation of properties 
Currency translation differences on foreigr 
Other gains and losses 


jrrency net investments (indudinjgpodwill) 


Note of historical cost profits and losses 


Reported profit on ordinary activities before taxation 

Realisation of property revaluation surpluses 


Difference between historical < 


calculated on revalued amounts | 

Historical cost profit on ordinary activities before taxation 
Historical cost profit retained . 1 


Reconciliation of movements in shareholders' funds 


roctha pat andad 31 it Match 1994 

Total recognised gains and losses for the year 

Dividends 

New share capital Issued (net of expenses) 
Goodwill purchased v 

Goodwill released on disposal of businesses 
Currency adjustment on goodwill 

Net Increase in sharehoiders'funds 

Opening shareholders'funds 

Closing shareholders-funds v c 
















. 259.5 260.2 259 S' 

I960’ 204.6 196.0. 








Group cash flow statement 


Return* on Investment end servicing of finenu 

Igterest received 

fnterestpald 

Dividends paid to shareholders 
Dividends paid to minority Interests 

Net ush outflow from returns on Investment end 
servicing of finance 


Taxation 1 

UK corporation tax paid 
Overseas tax paid 


Investing activities 
Purchase of fixed assets 
Purchase ol businesses 

Investment In and loans to associated undertakings 
Disposal of fixed assets 
Disposal of businesses . i 

Increase in short term Investments 

Net ush outflow from Investing ectfvftfes 


Net ush Inf low/(outflow) before financing 


Financing 

Issue of ordinary share capital 
Issue of 10.125% bond 2017 ./■ 

Bond Issue expenses 

Investment In 10.125% bond 2017 (note 18) 
Capital element of finance lease rental payments 
Decrease In other b orrowings/ 

Net cash (outflowyinflow from financing 


( 126 . 2 ) 


Increase In ush and ush equivalents 












Notes relating to the financial statements 


1. Accounting policies 

The following accounting policies have been used In dealing with items which are considered material In relation to 
the group financial statements. 

Belli of accounting 1 

The financial statement* have been prepared In accordance with applicable accounting standards and under : 
alternative accounting rules set out In the 4th schedule to the Companies Act, 1985, being prepared under the 
historical cost convention adjusted by the revaluations of certain properties at open market value. A separate profit 
and loss account for the parent company has not been presented as permitted by section 230 of the Companies Act, 
. 1985. 

The financial statements comply with financial Reporting Standard 4 'Capital Instruments'. No adjustments have 
. been made to reported figures as the impact of the new requirement Is not material. 


The financial statements comblnejhe results of the parent undertaking and all Its subsidiary and asspeiated 
undertakings, to the extent of group ownership and after eliminating Intra-group transactions. ■ 

The results of businesses acquired or disposed of are consolidated from or to the effective dates of acquisition or • 
disposal. Only where a disposal materially affects the nature and focus of the group’s operations Is the business sold 
treated as a discontinued operation. 

Associated undertakings are those undertakings, not recognised as subsidiaries, in which the group has a 
participating Interest of bciweon 20% and 50% and over whose policies tho group Is able to exercise a significant 
degree of Influence. Tho groups share of tho results of associated undertakings Is Included In the profit and loss 
account and Its share of their net assets excluding goodwill Is Included In investments In the group balance'sheet. 

- In the parent undertaking's balance sheet, Investments in subsidiary and associated undertakings are stated at cost 
less provision for permanent dlmunition In value. ; 

foreign furri'ncltt ■ j j 

Thele'sulis and cash flows of overseas subsidiaries are translated into sterling on an average oxchango rate basis, 
weighted by the actual resultsof each month. Assets and liabilities Including currency swaps are translated Into 
sterling at the rates of exchange ruling at the date of the group balance sheet. ; '.' v 

Exchange differences arising from the translation of the results and net assets of ovorseas subsidiaries less offsetting - ‘ 
■ oxchango differences on foreign currency borrowings and currency swaps hedging those assets are dealt with 
through reserves, for this purpose net assets Include goodwill jft off against reserves. : 

'•All other exchange differences are dealt with In the profltand loss account. ' 

The cost of tho parent undertaking's Investment In shares in overseas subsidiaries Is stated at the rate bf exchange in 
force at the date each investment was made. 


Goodwill on acquisitions, being the excess of the costof investment in subsidiary and associated undertakings over 
the fair value of net assets acquired, is set off against reserves. On disposal of a business, any goodwill previously set. 
off against reserves is charged in the calculation of the profit or loss on disposal. * .. 

Goodwill arising from overseas acquisitions and denominated in foreign currencies Is retranslated at the rate of 
exchange ruling at the balance sheet date. Arty gain or toss arising Is recognised In the statement of total recognised 
gains and losses. 

stocks V . 

Stocks are valued at the lower of cost and net realisable value. Cost comprises purchase cost of goods, direct labour 
and those overheads related to manufacture and distribution based on normal actlvitylevels. ■ 

Fixed assets and depreciation ,, \\ ' ■’• v • ' 

No depreciation Is provided on freehold land, Investment properties, shop freeholds and shop long leaseholds with 
more than 50 years to ruh, nor on assets In the course of construction. In the opinion of the directors, shop properties 
are maintained to such a high standard by a programme of repair and refurbishment that the estimated residual 
* values of these properties, based on the prices prevailing at the time of acquisition or subsequent revaluation, are 
, sufficiently high to make anydepre<;iation*charge unnecessary. Any permanent diminution in the value of such 
properties Is charged to the profit and loss account, i ■ ’ . 
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CHher tanglbbfhed assets ere written offt* equal Imtetmemsover their expected useful lives as follows: 

Freehold buildings other than shops 40 to 66 years 

•Computer equipment 3 to 8 years ' , 

Motorcar* Y ' ^ _ . 4or5years ' 

- Other motor vehicle* , ^ 3 to 10 yean 

Fixture* end pferit • ‘ 5 to 20 year* 

Shop leasehold properties - Remaining period of lease when lets than SO yean 

: Other leasehold properties. Remaining period of lease ; f 

, Investment properties are fwlued annually and Included In the balance sheet at their open market value. To qualify 
as an Investment property emir SOU of rental Income must dtrhe from non-group tenant! 

Profits and losses arising from the disposal of properties which have previously been revalued are calculated by 
reference to their carrying value 

Intangible g^rts acquired are amortised owr estimated useful lives of up to a maximum of 20 years. Similar assets. 

. created within the business are not ceptytHsed and expenditure Is charged against profits Ih the year In which It Is. 
Incurred. The carrying value of Intangible essms is reviewed annually and any permanent diminution In value charged i 
to the profit and toss account. \ •'•■■■■ 1 >r 

Research and development ■ \ 

expenditure, other than Oh buHdlrigsand plant, Is charged against profit In the year In which It Is incurred, 
fentlon funding j- 

The company and its UK subsidiaries operate pension schemes under whleh contributions by employees and by the 
companies are held Ip trust funds separated from the companies' finances. Actuarial valuations of the schemes are 
conducted at three-year Intervals and Induda a revlaw of contributions 

{ Th » of providing pension* Is spread over the employees' working lives with the group. The cost charged tp the ^ 

■ profit and loss account In any year may not always equal the employer contributions to the pension schemes. ' 

Leases /.y-vv" v 

The rental cost* of properties and other assets acquired under operating leases are charged to the profit and loss 
•iccount. . • a > 1 ■- 1 . 

The cdstdf assets fieldtinder finance leases Is Included under tahglbje fixed assets and depredation Is provldedin 
. »«ordance with the policy for the class of asset concerned. The corresponding obligations under these leases are 

shdwnascredlt6nt,Theflhah<#chargeelem*ntoff*ntalslschargedtotheprolitandlossaccountonastralghtline 


Deferred taxation 

A deferred taxation provision Ismade onlyUhSre (tie effects of timing differences between profits as stated In the 
1 financial statement* and as computed for tax purposes are likely to reverse In the foreseeable future. Advance 
corporation tax Is carried forward to the extent It Is expected to be recovered! 

No provision Is made for any potential liability to corporation tax on capital gains arising on disposals of assets where 
the liability Is expected to be deferred Indefinitely. No provision Is made for faction liabilities which would arise on 
' the distribution of profits retained by overseas Subsidiaries and associates as there Is no present Intention to remit the 
major part of these profits. . ■>'■’' ’-f 

Turnover . ’ ■ , ■ '. 

Turnover comprises sales to external customers (excluding VAT and other sales taxes) and rental Income.: 
exceptional Hems 

; Exceptional item* are those which fall withlr^the ordinary actMtles 6f the group and which need to be disclosed by 
-V'rtw of their slie or IhiWqnee. Such (terns are Included within operating profit unless they represent profits or losses 
’ojrt the sale or termination of an operation; costs of a fundamental reorganisation or restructuring havlnga material 
. effect oh the nature and focus of the group!* Operations, profits or losses on the disposal of fixed assets (other than 
marglneTadjuitments to depredation previously cha rged), or provisions in respect of such Items In these cases, 

: separate disclosure Is prodded oh the face of the pfofit and losis account after operating profit. 







2. Segmental information fth« *nd 

hive been reflated accordingly. . “ 


a Turnover by business legment 
Boot* Pharmaceutical* 

Boot! Healthcare International 
Boota Contract Manufacturing 
Soot* The Cham lit* 

Retail Dlvlilon • 

Children! Wbrld 

Boot* Optician* % .. 

Halfords 

AG Stanley 

Share of Do It All 

Sophora (lee note below) 


Booti Propertle* 

Development 

Inveitmcnt 


Analysed as: ' . '• 

Group profit and loi* account 
Share of aiioclated undertaking* 


Sephora wal sold on 22nd July 1993. 









(not* 4) 


b profit by busJneM segment 

Cm * 

Cm 

Cm . 

Boot! Phermeceutkala (see note below) 

94.2 

(19.0) 

49.2 


1.1 


4.4 

Boot! Convict Manufacturing 

11.2 


14.2 

BootlThiChimlitl 

122.9 

— • 

922.9 

Retail Division 

Childrens Work| 

Boots Opticians 

Halfords - ' „ \. ■' • 

AG Stanley *" .y-.> v.;-- 

Share of Do It All ; ' 

Sdphore .., "y/l :V r' : A ■ v 

<U) 

*.7 

14.7 

(12.2) 

.2 

(94.4) 

(1.4) 

4.7 

14.7 

(4) 

(a.4) 

.2 

./.l j i/jt ,: '"/■ - 

7.0. 

(14.4) 

(29.6) 

Boots Properties 

Development 

investment >> 

S.I 

91.9 


9.9 

41.9 

; .k V 

97.1 


_ 47.1 

Group costa 

(24.1) 

(2.2). 

(90.9)* 

Operating profit 

Profit on disposal of fixed assets and businesses (net) 

Net Interest 

4919 

<19> 

(794) 

9.1 

4121 

5.9 

(1») 

Profit before tax ; ;U 

494.4 


414.9 


131st Mirth 1993 Includes an exceptional charge of £3. 



\ 
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2. Segmental information conttnued ^ . w 

c Net operating assets by business segment tm . < 

Boots Pharmaceuticals 237.1 26? 

Boots Healthcare International ' * 62.5 67: 

Boots Contract Manufacturing 1 96.1 94 

Boots The Chemists . 471.6 447 

Betall Division 194,7 217, 

Boots Properties • v , 774.6 ' .730 

Net operating assets^ 1,628.6 t.SDo 

Unallocated liabllftrtar v , ‘ . . (212.9) (340 

_ 1,615.9 .1.485 

1,’’-2^961 operating assets Include Intangible and tangible fixed assets, fixed assetitvestments, stocks, third party debtors 
and creditors and Inter-segmental trading balances. Unallocated liabilities IrSfude aU current taxation balances, 
dividend creditors, net cash/borrowlngs and provisions for liabilities and charges. 


d Turnover by geographical segmint 
UK 

Rest of Europe 

us :■ •• 

Rest of World 
Inter-segmefit' ,• 


(nou4) v 


• Operating profit by geographical origin 

UK . ' / , . 

Rest of Europe > • 

US 

Rest of World , 

Group costs 


1 Net operating assets by geographical segment 


Rest of Europe 


Net operating assets 
Unallocated liabilities ^ 











3. Operating profit ’ 

Tllffiover • ' 4,117.1 ' - .4,1 

toslofsales-- ( 2,221.2) r()7.2) (2,; 

Grossprgfil 1,941.9 (17.2) 1,1 

Selling, distribution and store cost* , (1,176.7) — . (1,1 

Research and development costj (67.6) ' I 

Administrative expenses (226.2) (1 

Licence Income - 26.8 — 

■ . 461.9 ; (71.6) _ 4 

The 1993 analysis het been reclassified to align with the basis adopted In 1994. 

Total operating profit li after charging: 

Operating lease rentals • f * 

-^Property rents . ill.9 2.2 1 

— — Computer and plant hire 6.2 . — 

Depreciation and amortisation ‘ 106.0 76.2 1 

Auditors'remuneration 1.0 — - 

The groupauditors also received £,2m (1993 £.7m) In respect ol non-audit services In the UK and £ 
from overseas subsidiaries. -- ' : f \ 


4. Exceptional items 

Charged In arriving at operation profit: 

Manoplax wrlteoll costs. 

Do K All restructuring costs 
privity of contract costs 


(Loss)/proflt on disposal of fixed assets: 

Proflt/(loss) on disposal of properties 

(Provision for loss)/profit on disposal of Intangible assets 


Profit on disposal of businesses (note 26) 


Attributable tax credit (note 6) 14.0 .6. 

•__ ' . (54-1) .0.9) 

a In July 1993, Manoplax, Boots Pharmaceuticals' treatment for congestive heart failure, was voluntarily withdrawn 
from sale. The exceptional charge ol £35.0m comprises write-offs and provisions against stock and manufacturing 
plant. A.further £14.0m has been charged to Boots Pharmaceuticals covering redundancies and the completion of 
clinical trial studies, although there have been matching savings on aborted research and marketing costs. £3.0m 
was provided in March 1993 In respect of the lOOmg dosage. 

b In October 1993, Do It All announced plans for a major restructuring including the closure and disposal of a 
significant number of stores. The exceptional charge of £36.6m represents the group's share of the restructuring 


cA provision of £2.2m has been made for anticipated costs in the UK relating to businesses sold by the Ward Whit 
Group prior to its acquisition in 1989which arise from leases where the assignees have defaulted. 
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i financial statements continOek 


5. N et in terest 

Interest receivable and similar Income: 

listed. Investments 

Short’term deposits ■ 

loans to associated undertakings 


Increase In value of Investment In 10.125% bond 2017 (note 15) 
Interest payable end similar charges: 

Repayable within five years: 

— Bank and other loans 

— Interest capitalised 

~t Finance loase charges . 
loans repayable after five years: 

— loans and debentures _ . 

— Incomo from Interest rato swaps 


6. Taxatiqn ’ 

Thdcharge on the profit for the year consists of: 

UK corporation tax at 33% (1993 33%) 

Deferred taxation 
Relief for overseas taxation 
, Share of taxation of associated undertakings 
TotalURtaxatlon. ' 

Ovcrsdas.jexation ‘ '■ 

Oveiiseas deferred taxation • ' . V, 


, Tax credit Included above attributable to exceptional Items: 

<: Meri$i>lax writeoff costs, , 

Doit All restructuring costs 
Privity of contract costs . ' 

- (l<)ss)/Rroflt on'dhposal of fixed assets ■ 
h’ Profit on'disposalof buslnesilfi . 











7- Profit for the financial year attributable toshareholdere 

Of the profit attributable to ahareholder* £353.6m(t993£59.5m)» dealt wit 
parent company. ' 

‘8. Dividends 

Interim paid of 4.9p per share (1993 4.6p) • r 

Second Interim paid of nil p per the re (1993 8 8p) 

fina l pro poted of K Mp per^lare (1993 nil p) 

WOp 13.4p 1 ~ 
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11. Tangible fixed assets 

Group 

Coat or valuation 

At 1st April 1993. < ;] 

Currency adjustment* J' 

Additions 

Purchase of businesses ;j'- 

Disposals . 

. • Disposal of buslnjsses 
Reciassificatltfai^ 

Property development transfers 
Revaluation surplus 


Gross book value of depreciable assets _^211.6 312.9 098.6 22.9 

Depredation 

At-1 stApril 1993 - 41.9 131.8 412.1 

Currency adjustment* ’ V -<,.(.3) (.7) '.(1.5) ' r- 

Depredation for year . \, 6.3 43.2 73.6 — 

Purchased business** V . ■' .3 ' . 4 .1 — 

Disposals V (3) <7i9) (19.0) - 

Disposal of business** \ • (1.9) (2.4) (20.8) - 

Reclassification* — .6 (.6) . — • 

At 31st March W94 _ • 4 6.0 _163.1^ 443 .9 - 

'Net book'value at Ht April'1993 »■’. 786.1 148.2 422 8 . 40 6 

Net book value at »1«t March 1994 M4.1 147.9 434,7 36.2 

The net book value of tangible fixed asset* Include* £3.2m (1993 £7.2m) In respect of assets held under fir 
leases, on which the depreciation charge for the year was £1,7m (1993 t l .7m). 
land and buildings Include Investment properties as follows: 

Valuation 

At 1st April 1993 , ■' • 

Additions . . . * . \ 

Disposals <3 . • : ’ : 

Revaluation surplus i ■: -J;'. • •* ' . 


investment properties were vailed on the basis of open market value at 31st March 1994 by the groups own 
professionally qualified staff. • 1 

In accordance with SSAP19, no depredation Is provided In respect of Investment properties. This represents a 
departure from the Companies Act requirement to provide for the systematic annual depredation of fixed assets. 
However, these properties are held'for Investment, rather than consumption, and thedirectors consider that the 
adoption of the above policy is necessary to give a true alftf fair view. 





Conor valuation 

At i« April 1993 
Addition* 

Disposals 

Reclassificationsind transfer* 

At lKt March KM 

Grot* book value ol depreciable attet* 

Depreciation 

At 1st April 1993 
; OdprtKiatjonfdryiar 
■■■' Disposal* 

Transfers 


210$2_175.4 

2102 175.4 


.Net book value at 1 it April 1993 

Net book value at Slat March 1M4 


Met book value of land and buildings comprise*: 
freehold 

long leasehold (more than 50 years unexpired) 
Short leasehold 


Directors'valuation 1&93 
Independent valuation 1989 


The last valuation of the groupfs UK freehold and long leasehold properties; excluding factories and specialised 
buildings, was carried put at 31 st March,1993 by the directors in conjunction with the group's own professionally 4 • 
qualified staff. The valuation was on an open market basis for existing use and the Identified shortfall of £223.2/n 
was accounted for In thq.financial statements for the year ended on that date. > 
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h. Fixed asset investments 


Investment In nw dated undertakings: 

At 1st April 1993 
Additions 
loss for the year 
Capitalisation of loans 

Currency adjustmen ts _ 

At list March 19*4 


Capitalisation of loans 
Disposals and repayments 
Currencyadjustments 

AtWt March 1994 


Provision 

At 1st April 1993 540:1 'VI 7#.' 

Movement_ ■ ■ • '■ • <» <3 > j 

At list March 1994 ™ 

Net book value et 1st .. 60 4 8 1900 _ 

Net book value at Jilt Match 1994 . _»W,t 1S J4_ 

The principal subsidiary and associated undertakings are listed on pages 67 and 68. 


13. Stocks 


Manufacturing: 
Raw materials 
Work In progress 
Finished goods 


Retailing 

Property development 

















14. Debtors 


16. Cre ditors: Amounts falling due within one year 

V Borrowings (not* 18) 

Trad* creditors 

•V/i Bill*ofexchartg* t • 

Due to subsidiary undertakings 
/. , Corporation tax ' 

Advance corporation tax , ■,«. v 

V' Taxation and social security (including value added and other 

|U •' : sales taxes) 

K/■ Other creditors 

?</ ■ ■ Accruals ’ • . . ; 

S;.) , Proposed dividend . 




IS. Current asset investments 

listed Investments 
Short term deposits 
Certificates of tax deposit 


Market value of Invest mentt listed on The london Stock Exchange _••__ ' 6 ■ . ■. '* „ _ j' 

In common wlThe^mber of International businesses, the group Includes a US subsidiary which operates a 
manufacturing plant In Puerto Rica Cash generated from this operation Is Invested locall|r In US dollar denominated 
^ruments. There is no restriction on remittance of funds from Puerto Rico, although there Is currently no intention 

todosa At 31st March 1954, thelnvestments amounted to £192.1m (1993£144.0m). 


Falling due wtthiri on* yean 

Trade debtors 

Owed by subsidiary undertakings 
Owed by associated undertakings 
Other debtors 

Prepayments end accrued Income 
Corporation tax ' . . . 


Falling due after more thpn on* y**r: 
Owed by subsidiary undertakings 
Other debtors 


# S,0J 
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17. Creditors: Amounts falling due after more than 
V oneyear . '-~ y 

Borrowing* (not* 18)" 

Due to subsidiary undertakings 
Othercreditof* 

Accruals a nd deferred Income 


18. Borrowin gs 

Bank loans and overdrafts 

Variable rale notes 

7 <4% slock 1988/93 

Bank acceptances 

U$$ 175m 9% bond 1997 .. • 

10.125% bond 2017 

Nat liability under currency map! 

Obligation* under finance leasee 


Amounts Included above repayable by instalments 
Repayments fall due as follows: 

Within one year: 1 

- Bank loans, overdrafts and acceptances 

— Other borrowings . 


After more than one year: • 

— Within one to two years 

— Within two to five years 

— After five yew -by Instr 


Overdrafts of certain subsidiaries amounting to £3.1m at 31 st March 1994 (1993 £2.3m) were secured on the assets 
of those subsidiaries. All other borrowings are unsecured. 

Variable rate notes are repayable at the option of (he holders. 

The group has a number of US$ currency swaps In place, whlchareequlvalentto borrowing US dollars and depositing 
sterling for a fixed period. The USS liability created In this way is US$435m. The net liability $h<*vn above Is the . 

difference between the effective US dollars borrowed, translated Into sterling at year end rate, and the effective 
sterling deposited. 

At 31 st.March 1994, the group had arranged Interest rate swpp agreements which effectively converted £125m of the 
t250m bond from a fixed rate of 10,125% to a floating rate. 

During the year, a subsidiary. Boots Investments Limited, purchased for a net £ 107.3m all the £250m W. 125% bond 
2017 of The Boots Company PIC together with all outstanding Interest coupons other than those maturing on or 
before 24th June 2002, Ttve group balance sheet consolidates the £250m borrowing by the parent company with the 
present value of the investment held by the subsidiary. 
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19. Provisions for liabilities and charges ** 

•' flraup . •, . ', • ^ . tm • im .•/ ' tm 

• At 1« April 1993 « 13.1 .74 2 ' 27.9 

'• Acquisitions . <. f '• '• . _ .. . i 2 

WM** ' / ‘ , ' ' - (2.1) __«!l 

Profit and loss account . . > ’ - • • 3.3 • .... _■ ' 33 

> Currencyadjustments '* * ' .3 .2 • .5 

'~ : :, ;: Ravaluatloo 'riHerv> .. . _ • ’’ (.7) , (.7 

Atllst March 1994 ; iy', . vyv:/' ; • ' 1M 12.5 29.1 

Thereremalnfconsiderable unotrtalrity r awarding the extent of possible environmental liabilities In respect of former 
Involvement in an agrochemical joint venture In the US. 6f the £10m provision set up In 1992, £9.9m Included In 
«har provisions remains unulilised at 31 it March 1994 and, In the opinion of the directors, is still required to cover 
. ' potential liabllitlei c ' 


'At 1st April 1993 
Prdfit and lois account' 

At Jilt Mard5l994~ 


'"Capital gains taxation' 
Other Item . ; 


Capltalailowances ;• 

Capital gains rolled over (net of capital losses) 

Other Items 


I* l» not anticipated that any significant taxation wtH become payable on the revaluation surplus, as taxation on gains' 
on properties used for the purposes of the groupfs trade Is expected to be deferred-lndefinltely. . 









ag to the financial statements continued 


20. Share capital 

' Ordinary shares of 2Sp each: 
Authorised 

Allotted, celled upland f uUy p»|d 


Details of ordinary shares allotted during the par r 
Number of shares allotted (million) 











21. Reserves """SUSS VL 

gro up ; , ■ _ tm • Cm' 

At 1st April 1993 * ' 1960 297 2 75' 

Profit retained _ - - 17; 

Movement In goodwill (so# below) - - (31 

" Revaluation surplus — 16 8 

Revaluation surplus realised on disposals - (4 8) ■ 

Issueofsharft 8.8 — 

Share Issue expenses U) ' T • ' " 

Deferred taxation. — ' .7 

Currency adjustments on: 

- Goodwill (tee below) - — ; Ji 

— Aisett and retulti * \ — — ! 

— Borrowings and currency twapt :_ — — W 

jjjjggaggT MM »M, 80 

Tho revwuallon reserveincludes £19.9rn(1993 £1.7m) relating to Investment propertlet. 


Goodwill set off against reserves In respect of businesses stHI within the group- 

Is as follows: ' _ _ 

At 1st April 1993 . • 

Goodwill purchased 

Goodwill released on disposal of businesses 
Currency edjustment 

At31stMarch 1994 .> , »•.U'.. i V' % 


At 1st April 1993 
Profit retained 
Issue of shares 
Share Issue expenses 
















No.tes relating I 


'from operating activities 


b Analysis of cash, cash equivalents, Investments 
and borrowing* V 
Cath at bank and If) hand 
Currant asset investments (not# 15): 

— Listed Investment* 

— Short term deposits 

— Certificates <K ta* 


Borrowings (note 18): 

— Due within one year 

— Due after more than one year 


Netcash/(debt) ■ *■' ■ ■ 

Cash equivalents are highly liquid deposits which are readily convertible Into known ai 
within three months of maturity when acquired, less advances from banks repayable \ 
date of advance. 

Investments and borrowings have original maturities of more than three months. 


ts of cash and which i 
i three mbnths.fromll 


, Notes to the group cashflow statement 

a Reconciliation of operating profit to net cash Inflow from operating activities 

. ' z 7 * 

Operating profit , 

412.1 421? 

' toss (roin Interests in associated undertakings 

SO.B 20 6 

Depreciation and amortisation 

126.2 102.6 

loss bn disposal of tangible fixed assets, excluding properties 

7.0 6 0 

D&rea*e/(lncreese) In stocks 

20.0' (27 0) 

Decrease/fmcrease) In debtors , 

4.0 ' (28 2) 

Increase in creditors 

17.6 616 

Provisions utilised 

(2.1) (7 7) 












nh and cash equivalents during t he ye s 


c Analysis of changes I 
At t*t April 1993 
Net cash Inflow 
Currency adjustments 


d Analysis of changes In flnandnq during t he year 
At ,1lt April 1993 

Cash Inflows/loutfkwvs) from financing 
Scrip dividend! 

Conversion of capital bonds 
Net liability under currency swaps 
Currency adjustments 
Othor non cash edjuitrnentl 


e Analysis of movement In net ceih/(debt) . . ■ y 
At 1st April 1993 

Increase In ceih end ceih equivalent! 

Movement In funds with maturity of more than three months 

Conversion ol capital bonds 

Net liability under currency swaps 

Currency and other non-cash adjustment s 

At 31st March 1994 __ 











ting tothe financial slatem«y.ts 


It continued 


23. Purchase and disposal of businesses 

Intangible fixed assets ; ;; 

• Tangible fixed assets 

■sfe;;|-Spek» . ' .... -. 

' Debtors ■ '■ 

Cash agdUank ' . ' , 

fit' 'C^ditobf ^.: : t '' X ■ ■■ 

jNet essejiiett)ulted/(dltpased,of) 

, ~4oodW>tLpu«h4sed 

Goodwill w/iiien back on disposal* - 
Coitl cl il'tpotarj 
Cqnsidefjrtjpnf;' ^ \ ' 

Profit on disposals' \ 

X*t cash (outflow)flnflow: 
.iCe*h(onsidcr4tiOjV(pe)d)/received 
<‘ "../Cash and bank.bilanca* acqulredtold;!■■■: 

Cost* ol disposals paid' , 4 

Defetredrecoipts from disposal of businesses 


The group acquired hWconsumer healthcare businesses In Europe during tho year. The fair value adjustments and 
restructuring provisions attributable to theacqulsltlorts were not material. 

The profit on disposal Of businesses relates to the sale of Beaute, Hygiene et Solns, SA. which operated its French 
refill subsidiary, Sephpra, end the Boots Print packaging business. 

The Impact of acquisitions and disposals on the groups operating profit and cash flows was not material. 


Contracts placed 
Contracts not placed 


W^hfn^ijqjear-^i^,; ■‘t ”. 
Qter one yqirand fessjhenfive yqar 
(% five years' ■ 


V&y ■ -j V* * 

d The parent company hasglverilts bankers the right to set off credit balances on its current accounts against 
amounts owed tqthe bank on cttfreitaccourit bydts UK subsidiaries. At jMst March 1994, the contingent liability. 
. ^as£3ty».7rn(1!?$£n». * ' Jr . " : k. : 4 









JMf 


25. Pensions 

The group operate) pension schemes throughout tha world, most of which arc final salary (defined benefit) schemes 
and are fully funded. 

The principal UK pension scheme Is Boot) Pension Scheme, the cost of which Is determined by Bacon and Woodrow, 
consulting actuaries There was no pension cost for Boots Pension Scheme In the year (1993 nil), reflecting the results . 
ofthe 1st April 1992 valuation. The rero charge arises as a result of amortisation dl the surplus Surpluses disclosed at 
-the 1989 and 1992 valdationsare being recognised owr the expected average remaining service life of members at 
those valuation). The remaining amortisation period for the surplus disclosed at the April 1989 valuation is 
approximately eight years. The further surplusdisclosed at the April 1992 valuation is being recognised over 13 years - 
from that date ' 

The projected unit method was used both In assessing pension costs for accounting purposes and for funding the 
Vscheme The assumed ra\e of Investment returnwas 2% per annum abc>* the assumed ralg’of pay increases, 
excluding promotional increases, 4% per annum above tire assumed rate of pension jhcreases and 4yj % per annum 
above the assumed rale of dividend increases. Members retiring aie assumed to be replaced'by riew entrants so thar^' 
the average age of membership remains constant. The market value of the scheme's aisets was Cl ,032 million at 
1st April 1992.Theresu|tsofthevaluatlonshowthattheactuarialvalueoftheasset(iat 1 st Apnl 1992 roprcseiiHfd 1 
131 % of the actuarial value of the accrued benefits. The accrued benefits include all benefits lor pensioners and 
^Other former members as well as benefits based on service to the valuation dale lor active members, allowing lor 
foturepayincreases f fn pi oyer contributionsare equaltothe pension costs recognised m the group financial statements 
In common with other companies, additional pension arrangements are being made lor those more recently 
recruited senior executives whose benefits, relate to long serving staff, are ujp^ct to statutory restrictions 

26. Staff numbers and costs 

The average number of persons employed by the group during the year was as follows:, iwt "«s 

Boots Pharmaceuticals 7.3io /.biO 

Boots Healthcare International • /'V 1.083 . W* .! 

Boots Contract Manufacturing 3,144 3.191 

Boots The Chemists si.ioo ',i..tu 

ChildrensWbrld . 1,989 I./04 

"Boots Opticians 2.811 l HO' 

Halford) . 8,948 ./ H.HI7 

A G Stanley ' 2.2JO • IW, 

StpptSti ' 228 7/7 


Total employees • 

Total number of persons employed by the group at 31 st March 1994 was 79,326 (1993 78,707). 
The aggregate payroll cost was as foll ows: 

- Wages and salaries 
Social security costs 
Other pension costs 










27. Remuneration of directors 


Ixecutlvedlrectori 

Salaries 

Performance related bonuses 
- long term scheme 


cumulative to 3tst March 

less cumulative graduated payments 

made 


— one year schemes 

long sorvlco payments and other 

benefits 


Payments for committee work 


Total remuneration . : J.M* . 3,6B( 

The Chief Executive Is the highest pald.dlrector. 

Pension contributions In respect of the Chief Executive amounted to £ 172,000 < 1993 £ 193,000), and Included 
£ 110,000 (1993 £110,000) for an unfunded arrangement. Thls^erpngement Is designed to provide the same level of 
pension benefits enjoyed by other directors and reflects his relatively shorter length of service. No pension 
contributions were paid In respect of the Chairmen In either year. 

A payment of £228,000 was made to a former director in respect of loss of office during the year, long term scheme 
bonuses include amounts attributable to former directors. 

An analysis of remuneration of directors, excluding pension contributions, Is shtwn below: 

Number ot Number of' Number of Number ol 


£270,001-275,000 
£260,001-265,000 
£250,001-255,000 
£205,001-210,000 
£170,001-175,000 
£165,001-170,000 
£25,001- 30,000 
£20,001- 25,000 
£5,001- 10,000 


•680,000 

-620,000 

■365,000 

•340,000 

•335,000 

315,000 

•300,000 

•295,000 


i granted to, or exercised by, directors during the year are shown In note 28. 


Details of share option 








The remuneration of ill executive directors is determlnedby the Board Remuneration Commlttee.The Committee 
comprise* the chairman and the non-executive directors. ' 

The executive directors'remuneration package reflects the need to provide Ineenth** arid rewards linked to ' 
performance and the criteria for measurement of performance In the bonus schemes are as follows: 

— a Igng term bonus scheme was Introduced fnr executive director* with effect from 1 st April 199!. This scheme Is 
based upon toti^f shareholder return corering share price movement and dividends paid. Payment of the bonus will 
depend upon the performance of the company oer a four-year period In a league table of other leading companies 
In the retail and pharmaceutical Industries. It provides for graduated payments in respect of the first three years and 
for the delayed payment of one half of the total bonus due until year seven, or normal retirement if earlier. The 
maximum bonus which can bo earned is two-thirds of salary over the four-year period. 

— a short term executive bonus scheme rewards performance-in excess of budget With effect from 1st April 1993 
the criteria arc return on capital, sales growth and cash flow, which have replaced the earnings per share measure 
used In oarllerycars. Maximum bonus which can be earned under this one-year scheme I* 35% of salary. 

28. Directors'shareholdings 

The beneficial interests of the directors and their families In the share capital of the company at 31 st March 1994 are 
sjjown below Included under ‘ordinary shares' are those held Intrust under the company's profit sharing scheme. ‘ 

No director holds any loan capital. - f 

Detail* of the company's sharo option schomes are referred to In note 20. Share options allow executives to buy the 
company's shares at a future date at the market price prevailing a few days boforo the date of grant, and they 
therefore provide ah incentive to improve shareholder return. Share options have been granted during the year up to 
the maximum multiple of salary permitted by the Inland Revenue Including replacements for options previously 


KAckroyd 
Sir Michael Angus 


38,221 —35,938 107,742 . 381p 
1,348 i,348* . ; 


Sir Christopher Benson 21,303 13,803 


13,336 11,541 410,943 404p 

3,068 2,992 - -- 

23,237,23,222 * 182,467 387p 

32,074 32,003 113,993 383p 

1,072 1,072 -. 


14,213 14,213 168,602 386p - 

29,632 27,597 144,692 373p 72,035 256p 504p 

1.1,876 11,976 214,333 380p - - - 


Sir James Blyth 13,336 11,541 410,943 404p ' 3,654 197p 440p 96,971 317.626 

PJ Davis 3,068 2,992 - _ . . _ _ _ 

AHHawksvyorth 23,297.23,222 * 182,487 387p -. - - 52,500 129.967 

GMHourston 32,074 32,003' 113,993 383p - -' - - .115,995 

IMGProsser 1,072 1,072 -u _ _ _ - ^ _ 

Sir Peter Reynolds 3,434 3,454 — - * - - - - 

MFRuddell 14,213 14,213 168,602 386p - 45,000 123,602 

GR Solway 29,632 27,597 144,692 373p 72,035 256p 504p . — *216,727 

DARThompson 1.1,876 11,976 214,333 380p - . - ’ - 45,000 169,333 • 

RP Wilson 2,000 2,000 - - _ 

*at date of appointment 

In addition Sir Peter Reynolds has a non-beneflcial Interest in 1)300 (19931,300) ordinary shares. 

Directors'holdlngson 1st June 1994are unchanged. 

Apart from SAYE options on 1,971 shares granted to Sir James Blyth at 350p, share options granted during the year 
entitle directors to subscribe for the specified number of shares at 438p per share. Prices shown for options exercised 
during the year represent the weighted average of prices. The average exercise price represents the weighted average 
price (or options outstanding at 31 st March 1994. 

Dates from when options are exercisable and expfry dates are shown in note 20. Of the outstanding executive share 
options at 31 st March 1994, approximately 20% may currently be exercised. 


Tt» Boots Con pi ny PIC 






Directors'responsibilities statement ' 

I 

Auditors'report 

; . 

Baih of opinion 
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KPMGAaatMarWfefc •.,. : . "" 7"',:^“'-'- /•: ; ' .9 

Chartered Accountants 
Registered Auditor) 

" Birmingham V-' 

1st June 1994 
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Principal companies 



Country* 


Manufacturing, marketing and 
distribution of pharmaceuticals 
and consumer products 


Subsidiary undertakings 

(incorporated and registered In England and Wblet) 
AG Stanley ltd. 


Retailing of decorative products 


Manufacturing pharmaceuticals 
and consumer products 
Property development 
Marketing consumer products 
Registered opticians 
Marketing pliarmaceuiicals 
' .Propertyholding 
Retail chemists 
Retailing of goods and services lor 


Boots Development Properties Ltd. 
Boots Healthcare International ltd. 
Boots Opticians ltd. 

Bdots Pharmaceuticals ltd. 

Boots Properties PIC 
Boots The Chemists ltd. 

Childrens VMirld ltd. 


Marketing consumer products 
Retailing ol car parts, accessories 
. ; • ' and bicycles and car servicing 
Marketing consumer products 
Activities refer to pharmaceutical 
and/or consumer pioducts unless 
otherwise indicated 
Australia Manufacturing ond marketing 
100 Belgium Marketing. 

100 Canada Marketing 

France Manufacturing and marketing 
9S Germany Marketing 

Guernsey Insurance company 

India Manufacturing and marketing 
• Ireland 'Marketing 

Italy Marketing 

100 Italy Manufacturing and marketing 

Jersey Investment company 

100 Kenya Manufacturing and marketing 

100 Malaysia Marketing 

The Netherlands Marketing 


Optrex Ltd ' 

Subsidiary undertakings 

(Incorporated overseas) 


The Boots Company (Australia) Pty. lid! 
Boots Pharmaceuticals S.A. NV 
Boots Pharmaceuticals Ud 
Boots Pharma S:A. , 

Boots Pharma GmbH 
Mountgrave Insurance Ltd 
Boots Pharmaceuticals Ud. 

The Boots .Company (Ireland) Ltd 
Boots Italia S.pA. 

Marco Viti Farmaceutld S.pA. 

Boots Investments Ud. 

Boott Pharmaceuticals Ud 
Optra (Malaya) Sdn.Bhd 
Boots Pharmaceuticals B.V. 







Principal companies continued 


_ „ M rx»iltnMti«« 

ActMti« refer to pharmaceutical 
•nd/of consumer products unless 
otherwise Indicated 
Marketing 
Manufacturing and marketing 
Marketing 
Marketing 
Manufacturing and marketing' 
Manufacturing and marketing 
Marketing 
Manufacturing end marketing 
Manufacturing < 


Subaldlary undertaking* 

(Incorporated oversea*) continued 


The Boots Company (New Zealand) ltd. 100 
BootsPharmaceutlcalsitd. . M 5 
Boots'>harmaceutlcals(Philippines)Inc * too 

The Boots Company (Pa’r East) Pte ltd. 100 
Boots Pharmaceuticals (Pty.) ltd. . ‘100 

Boot* Pharmaceuticals S A. 100 

\The Boots Company (Thailand) ltd. 100 

Boots Pharmaceuticals Inc. 

Boots Pharmaceuticals PR, Inc. 

All percentages relate to holdings of ordinary share capital: 

. i . . ****** 


New Zealand 
Pakistan 
. Philippines 
Singapore. 
South Africa 
Spain 
Thailand 
USA 
USA 


Associated undertaking* 

Do It All (Holdings) Ltd. 

(Incorporated and registered In England and Males) 68,500.000 
' / : 'A'ordinary 

/ shares 

/ / . / ; ■ >:%. 68,500,000 

•• .'B'ordinary 

BHCCgmpany ' J T* . 

(partnership In Bish op Texas USA) 

All the companles operate principally In the country of Corporation! 
operates in Puerto Rico. _ 

On 11 th May 1994 the issued share capital of Do It Alljlftoldlngs) ltd v 
15,000,000'A' ordinaryshares to The Boots Compa'nyPICand 15.000 
and'8'ordinary shares In Issue are fully paid. - 


DIY retailer 













Balance sh*«t 

1994 

Cm 

W 

Cm 

, - 



Fixed ass«ts 

1,814.6 

1,449 8* 

1.626 3 

1,577.3 

1.551:2 

Investments 

57.1 

70:8 

57.5 

49.7 

3.5 

Net current assets/fUrtlitles) t 

M0.2 

377.5 • 

18 4 

. (52.2) 

(108 0) 

Other creditors 

006.9) 

(385.0) 

(230 6) 

(272.9) 

(278 4) 

Precisions tor liabilities and charges 

001) 

(27.9) 

(34.6) 

: (31 1) 

(37.1) 

Net assets 

. 1,618.9 

1,485 2 

1,437.0 

1.270 8 

• 1,131 2 

Represented by: 

Shareholders'funds. 

1,608.6 

1.478 6 

1,431.9 

1,264.3 

1,129 6 

Minority Interests 

7.2 ■ 

6.6 

5.1 

6.5 • 

1 6 


, 1,618.9 

1,485.2 ■ 

1,437.0 

1,270.8 

1,131.2 

Keystatlstka 






Cash Inflow from operating activities 

/ <38.9 

549.6 

,472.2 

407.8 

527 fl : 

Sales growth . 

' \ ■ M* 

. 8.2% 

. " 2.6% 

• ■ 5.4%. 

25 0% 

Return on shareholders'funds 

19.8% 

i 9.6%’ 

10.3% 

21.8% 

14 3% 

Return on shareholder?funds Is calculated as profit on ordinary activities after taxation as a percentage of opening 

shareholders' funds. 






Other statistics 







Earnings per shat* 27.7p 27.0p 23.0p 24 9p 

Nat cash/(debt) <9.0 (203.8) . (362/3) (472 0) 

Capital expenditure '224.0 ' 169.0 1.72.7 104 8 

Research and davelopmant <7.6 . 66.8 58.9 53.7. 

Debt equity ratio . - 13.8% 25.3% 










Segmental financial record 


Boots Pharmaceuticals 
Boots Healthcare International 
Boots Contract Manufacturing 
Boots The Chomists 
Retail Division 
Childrens World 
Boots Opticians 
Halfords 
AG Stanley 

Share of Do It All/Paytess 
Boots Properties 
Development 

Investment .____ 

Operating profit before operating exceptional 
Hems: 

Boots Pharmaceuticals t 
Boots Healthcare International 
Boots Contract Manufacturing # 

BootsTho Chemists 
Retail Division .. 

Childrens Vttorld 
Boots Opticians 
Halfords 
AG Stanley 

Share of Do It All/Pryless 
Boots Properties 
Development 

Investment __ 


Capital expenditure: • 

Boots Pharmaceuticals 
Boots Healthcare International 
Boots Contract Manufacturing 
Boots The Chemists 
Retail Division ' 

Childrens World 
Boots Opticians 
Halfords j4 * 

r AG Stanley 

Boots Properties _ ~ 


Comparative figures for Boots Pharmaceuticals, Boots Healthcare International and Boots Contract Manufacturing 
are unavailable for years earlier than 1993, as these business segments were not established until that year. 







Shareholder information 


arrangements for which are described in the accompanying notice 9 ' 

Dividend payment! 

^'^"^'awrrwdJwiHbepaklon 17thAu flU *t 1994 to shareholders registered on tfthh 

l h * c,peclcd dlvidc . nd P a '" n0 '" dal?5,0f ,he V' ear to 31st March 1995 are: 

Interim dividend-. * • 1 ~ --—. 

final dividend 3rd February 


Results 

for the year to 31 st March 1995: 

Interim results announced' 

Interim Statemcntcirculated 
Preliminary announcement of full year results 
Annual Report circulated 


Registrar and Transfer Office 

National Westminster Bank PIC, Registrar's Department, PO Box 82, 'Carton Hi 

Company Secretary and Registered Office 

I. A. Hawtin, The Boots Company PIC, Nottingham NG2 3AA. Telephone (060i 
registered in England and Wales (No 27657). 

Analysis of shareholders at 31st March 1994 •! ' 

Shar.hotd.n'r.ng. Nun*., * 

5X10 36,286 . 27.30 

501- 1,000 31,795 23,92 

" 10 ' 000 , 60,810 45.75 

10,001- 100,000 vjflq 

100.001-1.000.000 . . -j” 2 2 




















